Internet Financial Reporting in Malaysia: Preparers’ and Users’ Perceptions  by Khan, Mohd Noor Azli Ali
 Procedia - Social and Behavioral Sciences  172 ( 2015 )  778 – 785 
Available online at www.sciencedirect.com
1877-0428 © 2015 The Authors. Published by Elsevier Ltd. This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/4.0/).
Peer-review under responsibility of GLTR International Sdn. Berhad.
doi: 10.1016/j.sbspro.2015.01.432 
ScienceDirect
Global Conference on Business & Social Science-2014, GCBSS-2014, 15th & 16th December, 
Kuala Lumpur 
Internet Financial Reporting in Malaysia: Preparers’ and Users’ 
Perceptions 
Mohd Noor Azli Ali Khan a* 
aDepartment of Accounting and Finance, Faculty of Management, Universiti Teknologi Malaysia, Johor Bahru, Johor, 81310, Malaysia 
 
Abstract 
This research attempts to investigate the current state of the level of internet financial reporting (IFR) in Bursa Malaysia. The items 
in the dimensions are based on the perspective of overall preparers and users. Based on the research findings, the level of IFR 
started from 56.43 to 87.14 per cent. These outcomes make an incremental contribution to the existing literature by providing useful 
insights into our knowledge of current practice of IFR especially for emerging markets like Malaysia. The implications of the 
research findings and future research have been discussed. 
© 2015 Mohd Noor Azli Ali Khan. Published by Elsevier Ltd. 
Peer-review under responsibility of GLTR International Sdn. Berhad. 
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1. Introduction 
The usage of Internet as a channel for dissemination of the corporate information is a phenomenon that has 
experienced considerable growth during the recent years (Moradi et al., 2011; Andrikopoulos et al., 2013). The 
revolution of internet technology has increased the number of companies to disseminate their corporate information 
through website and the economy system has been digitalized (Shiri et al., 2013). The internet provides companies 
chances to supplement, replace and enhance traditional approach of stakeholders and investors communication 
(Marston & Polei, 2004). The internet offers the potential for companies to reach a wider range of users due to the 
accessibility of financial reporting information on the websites without the time restrictions, or boundaries (Khan, 
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2007). Besides, most of the companies prefer to use websites as a medium to disclose their information because it is 
cost effective, dynamic and flexible in worldwide. Companies’ websites act as an important medium for corporate 
reporting (Trabelsi, Labelle & Laurin, 2004). For instance, websites have been utilized to deliver corporate 
information to investors and stakeholders (Abdelsalam & Street, 2007; Aly, Simon & Hussainey, 2010). In addition, 
through websites, companies can promote corporate identity (Poon, Li & Yu, 2003; Topalian, 2003) and deliver the 
information regarding organization and its activities (Chan & Wickramasinghe, 2006; Sriram & Laksamana, 2006). 
Prior researches have shown that many of the companies in the global world have published and disclosed their 
corporate information via internet (Lymer, Debreceny, Gray & Rahman, 1999; FASB, 2000; Oyelere, Laswad & 
Fisher, 2003; Marston & Polei, 2004). In most western countries, internet financial reporting (IFR) has become the 
norm for companies rather than exception (Gowthorpe, 2004). Therefore, in the context of accounting, website is an 
alternative platform which is vital for corporate information dissemination that includes annual report (Khan 2006; 
Chan & Wickramasinghe, 2006; Sriram & Laksamana, 2006). 
Most of the researches regarding IFR in Malaysia are in descriptive form which covers issues like types of 
information reported (Ismail & Tayib, 2000), classification of web establishment on financial disclosure (Keliwon & 
Aziz, 2005), different IFR practices between Malaysia and Singapore (Khadaroo, 2005a), information on the 
relationship with investors (Abdul-Hamid, 2005), the importance of Internet usage for Malaysia and Singapore 
investors (Abdul-Hamid et al., 2006), and previous websites’ content and graphic applications (Mohamad et al., 2006), 
the level of IFR (Ali Khan & Ismail, 2011), indexes of IFR (Ali Khan & Ismail, 2012), and the selected aspects of 
IFR (Ali Khan & Ismail, 2013). Besides, there are a few explanatory studies took place such as determinant factors 
that influence IFR (Hassan et al., 1999; Abdul-Hamid & Salleh, 2005; Hanifa & Ab. Rashid, 2005; Ali Khan, 2010; 
Ali Khan & Ismail, 2014a), importance items of IFR disclosure items (Ali Khan & Ismail, 2014b) and determinant 
factors for Bursa Malaysia listed companies’ financial reporting and internet environment (Al-Arussi et al., 2009). 
FASB (2000) has identified the two dimensions of financial and business reporting which are content and 
presentation of information disclosed by companies’ websites. Therefore, a comprehensive checklist with content 
dimension and presentation dimension is used to evaluate the current status of IFR based on preparers’ and users’ 
perception in this research. Even though much research has been conducted in relation to IFR, there are still enquiries 
that need to be addressed, especially in the context of Malaysia. Among the enquiries, is the question concerning 
Malaysia’s current IFR status quo. IFR has been reasonably accepted as a tool to communicate with stakeholders in 
the current time (Alam & Rashid, 2014). Therefore, the objective of this paper is to gather empirical evidence on the 
current status on the level of IFR among listed companies in Bursa Malaysia based on preparers’ and users’ perception. 
This is due to the growth of information technology creates revolution in obtaining information beyond the world 
boundaries (Shiri, Salehi & Bigmoradi, 2013),  the dynamic nature of IFR (Uyar, 2012) and the rise of the internet 
and online technology has provided a new way for companies to communicate corporate information (Fuertes-Callen 
& Cuellar-Fernandez, 2014). 
This paper is organized as follows. The next section provides the prior research in this study. The research 
methodology will be developed in the next section and followed by the findings and discussions. Lastly, conclusions 
are drawn at the end of this paper. 
2. Literature Review 
Research regarding IFR has been conducted since 1996 and majority of IFR research deals with the analysis of 
financial information contained on websites (Dolinsek, Tominc & Skerbinjek, 2014). A comprehensive review of 
existing literature on IFR shows a significant evolution of IFR research (Ali Khan & Ismail, 2012). The research on 
IFR can divided into three main categories: descriptive research by one or more countries, research by professional 
bodies and explanatory research (Ali Khan, 2010). The evolution of IFR research can be categorized into four themes; 
classification of IFR, descriptive studies, association studies and dimension of IFR (Ali Khan & Ismail, 2010). 
Research related with IFR can be classified in the following three categories: research related to practical application 
of IFR in individual countries, research related to comparison of IFR practices between different countries and 
research into factors that affect IFR in individual countries (Bartulovic & Pervan, 2014). 
Ali Khan and Ismail (2012) investigate the items which are important in IFR from the view of annual report 
preparers. The study employs the survey questionnaires in gathering information from the respondents on significant 
780   Mohd Noor Azli Ali Khan /  Procedia - Social and Behavioral Sciences  172 ( 2015 )  778 – 785 
items that should be listed under IFR checklist. The result has shown five most important items in the current year 
which are: income statement of current year, balance sheet of current year, cash flow statement of current year, auditor 
report of current year, and annual report of current year (full text) which could illustrate the current content dimension. 
Presentation dimension on the other hand covers other five most important items which are the length of time taken 
to download the company’s website, PDF annual report format, hyperlink to financial analysis, the existence of 
hyperlink in the annual report and link to the website. The result empirically proves that 87 items could be used for 
IFR checklist to ascertain IFR’s level of disclosure. 
The review of early previous studies provides an overview to the present research on the preparer’s perception 
toward IFR. Purba et al. (2013) analyze the disclosure of financial statements in the company’s state-owned enterprise 
in particular nature-based sector and manufacturing industries using IFR index, and analyze whether there is a 
relationship between the index of contents, index timeliness, technology index, the index of user support, the number 
of pages in and the wealth of the company’s website. Jain and Kumar (2013) investigate stakeholders and user’s 
perception towards the corporate financial reporting on internet of companies. The finding shows that responses were 
indicated that the requirement of financial reporting is in gaining significance among investors but still there are a 
number of investors who still prefer traditional format of reporting company performance.  
Ali Khan and Ismail (2013) provide empirical evidence on the perception of Malaysian preparers and users of 
corporate annual reports about selected aspects of IFR. The perception of preparers and users of corporate annual 
reports were solicited using a survey mailed questionnaire. The findings of this study suggested three main benefits 
to companies that engage in IFR are attract foreign investors, promote company wider to the public, and provide wider 
coverage. The findings also revealed that three main benefits to the users who collect financial information of 
companies via their website are increases timeliness and efficiency in obtaining financial information, makes 
investment decision process easier and faster, and provides information for company inexpensively. 
Bartulovic and Pervan (2014) find that there are differences in at the level of the IFR between observed countries. 
Ilias et al. (2014) investigate the response of expert users’ towards IFR in Malaysia by focusing on perceived 
usefulness (PU), perceived ease of use (PEOU), perceived information quality (IQ), attitude, users’ satisfaction and 
intention to re-use. The finding shows that PEOU, PU and IQ have a strong relationship with attitude, satisfaction and 
intention to re-use the IFR in the decision-making process. 
Ali Khan and Ismail (2014a) investigate empirically factors influencing Malaysian companies to disseminate their 
financial reports through Internet. This study examines relationship between level of IFR between contingency factor 
and firm specific characteristic of the company. IFR represented by two main dimensions which are dimension of 
content and presentation. Two factors for contingency factor and ten firm specific characteristics were identified. 
Specific characters of this study are measured using the three main variables: the structure, performance and market. 
Data were collected from 182 companies listed on the main board of Bursa Malaysia for the purpose of multiple 
regression analysis. The results showed that the three main features of the size of the company, the age of the company 
and return on equity significantly affect the level of IFR. The study also showed a negative relationship between 
profitability ratios with dimensions of contents and IFR overall index. 
Ali Khan and Ismail (2014b) investigate the perceptions of preparer and user of corporate annual report on the 
important items of IFR disclosed in websites of listed companies. The study employs the survey questionnaires in 
gathering information from the respondents on significant items that should be listed under IFR disclosure index 
checklist. Based on an extensive literature review, the level of IFR in this study is divided into two, namely, content 
dimension and presentation dimension. The results indicate that income statement of the current year is the most 
important items in content dimension. In addition, annual report in PDF format is perceived to be the most important 
items in presentation dimension. The result empirically proves that 140 items could be used for IFR disclosure index 
checklist to ascertain IFR’s level of disclosure. 
This study seeks to add to the existing literature on IFR in Malaysia. It does so by developing an index to measure 
the current status quo of IFR disclosure of voluntary financial and non-financial information on companies’ websites 
in Malaysia. 
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3. Methodology 
3.1. Sample and Data 
The population of this research comprises of all public listed companies in Bursa Malaysia. However, in order to 
conduct this research, companies which listed under the financial industry, real estate investment trust and closed-end 
funds are not included in this research.  This is because the financial industry is under the Malaysian banking institution 
besides subject to several rules and regulations of the Banking Institution Act 1998 outlined by the Bank Negara 
Malaysia (Rahmat & Mohd Iskandar, 2004; Abd Aziz, Mohd Iskandar & Mohd Saleh, 2006). Therefore, due to the 
different rules and regulations fall under the financial industry, real estate investment trust and closed-end funds, they 
have been excluded in this research. (Ku Ismail & Chandler, 2004; Mohd Isa, 2006; Hashim & Mohd Saleh, 2007; 
Bue, Hassan & Md Nor, 2008). The complete list of 911 Bursa Malaysia 2013 listed companies as at 15th September 
2014 (802 Main Market and 109 ACE Market) was obtained from Bursa Malaysia website. 
According to Krejcie and Morgan (1970), the increasing demand for research has created a need for an efficient 
approach of determining the sample size needed to be representative of a given population. Therefore, a formula has 
been constructed in order to obtain the sample size needed. As a result, the sample size of this research based on the 
population of 819 companies is 280 companies (Krejcie and Morgan, 1970).  The data have been collected during the 
January and February 2014. The IFR Index was measured by using a checklist which contain of four main sections 
namely, the content dimension based on preparers and users, presentation dimension based on preparers and users. 
3.2. Measuring the level of IFR 
In order to measure the level of IFR, a checklist with a dichotomous answer (yes/no) where a score of 0 is given 
for no index and a score of 1 is given if there is an index. This checklist is used to evaluate the items presented in 
content and presentation dimension of a company’s website.  In the content dimension, items are identified according 
to the information presented in the company’s website. However, in the presentation dimension, items are evaluated 
based on the how the information is displayed (e.g. whether information is in the processable format) and how it 
facilitates to use (e.g. the existence of surfing engine). For each company, the level of IFR is measured through total 
score, which is counted as the total percentage of the ratio for the real score compared to the maximum score. In the 
context of overall, the maximum score of IFR level is 140 points which content dimension contributed 90 points while 
presentation dimension contributed 50 points (Ali Khan & Ismail, 2014b). The score for the disclosure index was 
counted based on the exact total of the items reported compared to the total of maximum index items (Bonson & 
Escobar, 2006; Abdelsalam et al., 2007; Curuk, 2008; Kelton & Yang, 2008; Al Arussi et al., 2009; Aly et al., 2010; 
Ali Khan, 2010; Ali Khan & Ismail, 2011; Ali Khan & Ismail, 2012; Ali Khan & Ismail, 2014a; Ali Khan & Ismail, 
2014b). The formula as followed is used to calculate the IFR index. 
IFR index = Total real score obtained in content and presentation dimension 
                                                            Total maximum score 
4. Finding and Discussion 
Table 1 shows the profile of sample companies. Among the 280 of companies, there 31.07% of companies from 
industrial products, 23.93% from trading services, 17.86% from consumer products, 10.36% from properties, 5.36% 
from plantations, 5% from construction and technology. Lastly 0.36% from infrastructure project companies, hotels, 
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  Table 1 Profile of Sample 
Sector of Industry  Number of Company Percentage (%) 
Industrial products 87 31.07 
Trading services 67 23.93 
Consumer products 50 17.86 
Properties 29 10.36 
Plantations 15 5.36 
Construction 14 5.00 
Technology 14 5.00 
Infrastructure project companies 1 0.36 
Hotel 1 0.36 
Mining 1 0.36 
Special purpose acquisition company 1 0.36 
Total 280 100 
 
Table 2 shows the frequency of IFR reporting level of the 280 of sample companies. From the findings, the range 
of the disclosure index from 56.43 per cent (79 items) to 87.14 per cent (122 items). One company (0.36% of the 
sample companies) obtained the lowest IFR which is Kejuruteraan Samudara Timur Berhad. On the other hands, there 
are three companies (1.07 % of the sample companies) obtained the highest IFR which are Boustead Heavy Industries 
Corporation Berhad, Faber Group Holdings and Euro Holdings Berhad. Overall, the highest frequency of disclosure 
index falls on 67.86 per cent (95 items) and 68.57 per cent (96 items) with 17 of sample companies. According to 
Wallace (1988), company that attained an index disclosure of over 50 per cent was considered as having a good index 
disclosure. Therefore, it can be summarized that all the 280 of sample companies are considered of having a good 
satisfactory level of disclosure index. 
Table 2. Frequency of Level of Internet Financial Reporting (Overall) 
Disclosure Index No. of Item Frequency Percentage (%) 
56.43 79 1 0.36 
60.00 84 1 0.36 
60.71 85 1 0.36 
61.43 86 4 1.43 
62.14 87 7 2.50 
62.86 88 4 1.43 
63.57 89 5 1.79 
64.29 90 10 3.57 
65.00 91 8 2.86 
65.71 92 4 1.43 
66.43 93 15 5.36 
67.14 94 16 5.71 
67.86 95 17 6.07 
68.57 96 17 6.07 
69.29 97 10 3.57 
70.00 98 18 6.43 
70.71 99 9 3.21 
71.43 100 9 3.21 
72.14 101 9 3.21 
72.86 102 6 2.14 
73.57 103 7 2.50 
74.29 104 7 2.50 
75.00 105 5 1.79 
75.71 106 6 2.14 
76.43 107 6 2.14 
77.14 108 8 2.86 
77.86 109 6 2.14 
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78.57 110 5 1.79 
79.29 111 5 1.79 
80.00 112 3 1.07 
80.71 113 7 2.50 
81.43 114 7 2.50 
82.14 115 7 2.50 
82.86 116 6 2.14 
83.57 117 5 1.79 
84.29 118 7 2.50 
85.00 119 6 2.14 
85.71 120 2 0.71 
86.43 121 1 0.36 
87.14 122 3 1.07 
Total  280 100.00 
 
Table 3 indicates the results for the IFR disclosure index. The majority of companies (119 companies; 42.50%) 
fall under the range from 60 to 69.9. Next, there are 106 companies (37.86%) under the category of 70 to 79.9. Besides, 
there are 54 companies (19.29%) in the highest range which from 80 to 89.9. Lastly, there are only one company 
(0.36%) in the lowest range which IFR index from 50 to 59.9. The results of this research were similar to the findings 
of previous studies by researcher like Ali Khan and Ismail (2011). The findings of Ali Khan and Ismail (2011) showed 
that the majority of companies (113 companies: 62.09%) had an IFR index from 60 to 69.9. 
 
                             Table 3. Level of Disclosure of Internet Financial Reporting Index 
IFR Index Number of Firms Percentage (%) 
80 – 89.9 54 19.29 
70 – 79.9 106 37.86 
60 – 69.9 119 42.50 
50 – 59.9 1 0.36 
Total 280 100.00 
5. Conclusion 
This research analyses the current status of the level of IFR in Malaysia based on preparers’ and users’ perception. 
The content dimension and presentation dimension have illustrated a comprehensive measurement to evaluate the 
index of IFR disclosed by companies. Based on the research findings, the level of IFR started from 56.43 to 87.14 per 
cent. From the research findings, it can be concluded that the level of IFR among the listed companies in Bursa 
Malaysia can be declared as ‘good disclosers’ with regard to the Wallace (1988) index disclosure classification. 
Besides, similar research has been conducted in previous study and there is an increment of level of IFR in Malaysia 
listed companies. As a result, this paper is important as it seeks to contribute empirical evidence to the literature 
regarding the level of IFR in developing countries in general and particularly in Malaysia. In additions, this paper also 
helped to inform the authorities and interested parties such as government, regulators, investors, stakeholders, policy 
makers, standard setters, corporations, market participants, management and other institutions about the demand of 
the online information disclosed by the companies. 
Apart from that, it is suggested that liable parties such as the Securities Commission (SC), Malaysian Institute of 
Accountants (MIA) and Malaysian Accounting Standards Board (MASB) will come out with a general guideline so 
that all the companies listed in Bursa Malaysia will able to draw upon when disseminating their corporate and financial 
information via companies’ websites. Besides, this can construct and enhance the uniformity in reporting any related 
information in the companies’ websites used by the listed companies in Bursa Malaysia. 
However, even though this research has given serious consideration, there are still a few limitations. Firstly, this 
research is conducted in the environment of financial reporting in the context of Malaysia. Thus, a comparative 
research will be vary if similar research conducted in other countries as there are differences between the social 
background, political situation, economy stability, religion, organizational change, demographic characteristics, 
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financial reporting system, financial standards policy, legislative system, cultural factors and management 
background. Secondly, this research is a cross-sectional research. As a result, it is unable to evaluate the effect with 
regards to time changes and this can only be done through longitudinal research. However, the use of quantitative and 
qualitative techniques in cross-sectional research will aid in understanding the direction of IFR practice for companies 
listed in Bursa Malaysia from time to time. 
Finally, it is hoped that the findings of this research will be helpful to related party and also encourage having more 
related studies in empirical evidence. The researchers also hope that the findings of this research will able to increase 
the knowledge and understanding of the community and interested parties such as consumers, proprietors, industry 
experts, legislators, accounts legislators, researchers, professional bodies, government, regulators, policy makers, 
standard setters, corporations, market participants, management, public community and other institutions on the IFR 
practice. 
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